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Independent Auditor’s Report

To the Board of Commissioners
Ernest N. Morial New Orleans Exhibition Hall Authority

Report on the Financial Statements

We have audited the accompanying financial statements of the Ernest N. Morial New Orleans
Exhibition Hall Authority (the Authority), as of and for the years ended December 31, 2017 and
2016, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Authority as of December 31, 2017 and 2016, and the changes in its
financial position and cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, on pages 4 through 10, be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board (GASB) who
considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements
that collectively comprise the Authority’s basic financial statements. The schedule of
compensation, benefits, and other payments to the agency head is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The information
is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the schedule of compensation, benefits, and other payments to the
agency head is fairly stated, in all material respects, in relation to the basic financial statements
as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 20, 2018, on our consideration of the Authority's internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Authority’s internal control over financial
reporting and compliance.

Wotte

A Professional Accounting Corporation

Metairie, LA
March 20, 2018
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Management’s Discussion and Analysis

The Management’s Discussion and Analysis of the Ernest N. Morial New Orleans Exhibition Hall
Authority’s (the Authority) financial performance presents a narrative overview and analysis of
the Authority’s financial activities for the years ended December 31, 2017 and 2016. This
document focuses on the current year's activities, resulting changes, and currently known facts
in comparison with the prior year’s information (where available). Please read it in conjunction
with the Authority’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

The Ernest N. Morial New Orleans Exhibition Hall Authority’s exclusive mission is to finance,
construct, and operate facilities in order to attract and conduct conventions, trade shows, and
other events that support and expand the economy of both the State of Louisiana and New
Orleans Region. In support of this mission, the following are notable financial results from 2017:

e 2017 saw an almost 5% increase in the number of events (134) compared to 2016, with
an increase in the total attendee (892,500) figures of 11.5% and out of town (711,505)
attendance of 34%; total number of room nights (713,689) was comparable to 2016

Net position increased by $21.7MM, an increase of 4.1% from prior year

Cash flows increased by $35MM due to tax revenues and sales of investments

Tax revenues remained the same year over year, with all debt covenants having been
met

OVERVIEW OF THE FINANCIAL STATEMENTS

This financial report consists of three parts: management’s discussion and analysis (this
section), the basic financial statements and the notes to the financial statements. The financial
statements provide both long-term and short-term information about the Authority’s overall
financial status. The financial statements also include notes that explain some of the
information in the financial statements and provide more detailed data.

The Authority’s financial statements are prepared on an accrual basis in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applied to
government units. Under this basis of accounting, revenues are recognized in the period in
which they are earned, expenses are recognized in the period in which they are incurred, and
depreciation of assets is recognized in the Statements of Revenues, Expenses, and Changes in
Net Position. All assets and liabilities associated with the operation of the Authority are included
in the Statements of Net Position.

The Statements of Net Position present financial information on all of the Authority’s assets,
liabilities, and deferred inflows/outflows of resources, with the difference reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the Authority is improving or deteriorating.
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Management’s Discussion and Analysis

FINANCIAL ANALYSIS OF THE AUTHORITY

Net Position

The net position, detailed in Table A-1, summarizes the value of the Authority as a whole. The
following items are of particular interest:

e 2017 total assets increased $12MM or 1.8%

e The downward trend of liabilities continues with a 8.1% reduction since 2016 and a
12.4% decrease since 2015 as a result of bond refunding and re-payments

e The Authority continues to experience an increase in Net Position reaching $553MM at
December 31, 2017

Table A-1
Ernest N. Morial New Orleans Exhibition Hall Authority
Condensed Statements of Net Position (in thousands of dollars)
December 31, 2017, 2016, and 2015

2017 2016 2015
Current Assets $ 153673 % 152,475 % 168,746
Designated and Restricted Assets 164,117 148,966 99,646
Capital Assets 346,945 351,306 364,279
Total Assets 664,735 652,747 632,671
Unamortized Loss on Bond Refinancing 1,987 2,250 2,512
Total Deferred Outflows of Resources 1,987 2,250 2,512
Total Assets and Deferred Outflows of Resources _$ 666722 $ 654997 $ 635,183
Current Liabilities $ 22253 % 22283 $ 18,998
Long-Term Liabilities 91,341 101,310 110,736
Total Liabilities 113,594 123,593 129,734
Net Position
Net Investment in Capital Assets 250,430 245,665 249,831
Restricted 84,426 57,953 38,337
Unrestricted 218,272 227,786 217,281
Total Net Position 553,128 531,404 505,449
Total Liabilities and Net Position 3 666,722 3% 654997 $ 635,183
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Management’s Discussion and Analysis

Changes in Net Position

The change in net position detailed in Table A-2 and Graph B-1, highlight the factors that have
contributed to the Authority’s change in financial position:

The operating loss increased year over year by 5.1% from 2016 to 2017 and decreased
by 3.5% since 2015
o With comparable figures to 2016, 2017 continued to see strong Facility Rental
revenues due to favorably negotiated contract terms for 2017 events
o The support of French Quarter heightened security was introduced in 2015 and
continued in 2016 and 2017, with annual payments totaling $1.25MM, $1MM,
and $1MM, respectively
Tax collections, shown in the Non-Operating Revenues line, were virtually unchanged
from 2016 and continue to offset the operational loss.
In 2017 the Authority recorded a $6.4MM distribution to government agencies which
included $6MM to reimburse the City of New Orleans for Downtown Infrastructure
Improvement Projects and additional money for the Spanish Plaza project

Table A-2
Ernest N. Morial New Orleans Exhibition Hall Authority
Condensed Statements of Revenues, Expenses, and Changes in Net Position
(in thousands of dollars)
December 31, 2017, 2016, and 2015

2017 2016 2015

Operating Revenues:

User Fees and Other Revenues $ 27120 $ 25660 $ 22,087

Food and Beverage 7,993 6,317 6,147
Total Operating Revenues 35,113 31,977 28,234
Operating Expenses:

Operating Expenses 49,991 45,614 44,451

Depreciation 16,572 16,288 16,357
Total Operating Expenses 66,563 61,902 60,808
Operating Income (Loss) (31,450) (29,925) (32,574)
Non-Operating Revenues, Net 53,174 55,880 57,219
Change in Net Position 21,724 25,955 24,645
Net Position, Beginning of the Year 531,404 505,449 480,804
Net Position, End of the Year $ 553,128 $ 531,404 $ 505,449
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Management’s Discussion and Analysis

Graph B-1: Operating Expenses by Function
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Cash Flows

The Statement of Cash Flows, outlined in Table A-3, shows a summary of all inflow and outflow
of cash and cash equivalents and is an indication of the Authority’s financial health. ltems of
note include:

e 2017 saw a similar level of investment sales and activities compared to 2016

e |n 2017 Capital and related financing activities accounted for capital asset acquisitions,
including the purchase of the New Orleans Culinary and Hospitality Institute (NOCHI)
building, as well as scheduled debt payments; in 2016 it was scheduled debt payments
and capital asset acquisitions

Table A-3
Ernest N. Morial New Orleans Exhibition Hall Authority

Condensed Statements of Cash Flows (in thousands of dollars)
December 31, 2017, 2016, and 2015

2017 2016 2015
Cash Flows from:
Operations $ (18,024) $ (12,901) $ (13,750)
Noncapital Financing 52,039 59,664 58,974
Capital and Related Financing Activities (24,552) (16,036) (17,621)
Investing Activities 25,503 25,622 (27,508)
Net Increase in Cash $ 34966 $ 56,349 $ 95
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Management’s Discussion and Analysis

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

Capital Assets are various types of property that enable daily operations and contribute to an
organization’s ability to generate revenue.

e Through December 31, 2017 the Authority has invested approximately $644.5MM in
property, buildings and equipment; this figure is comprised of $95.9MM not depreciated
and $548.6MM being depreciated

e 2017 resulted in a net increase in capital assets of approximately $11.8MM

o $12.4MM of assets was added during the year
o Approximately $600K in disposals were also recognized in 2017

¢ In 2016 the net increase was $2.1MM, and in 2015 the increase was only $800K due to
a change in the capitalization policy

e Construction in progress continues to reflect the work related to the Convention Center
Development District and ongoing capital improvements; The Great Hall remodel was
the last major project completed and put into service in 2013

Debt Administration
The administration and repayment of debt has continued as scheduled:

e In 2017 almost $8.2MM of bond principal payments were made; during 2016, $7.9MM in
bond principal payments were made

e All debt covenants have been met; Continuing Disclosure reports are maintained in the
official municipal repository

ECONOMIC FACTORS AND NEXT YEAR'’S BUDGET

The New Orleans Ernest N. Morial Convention Center is one of the greatest economic assets of
the City of New Orleans and the State of Louisiana. As such, it is important to point out the
overall economic impact the Center produces as well as highlight the key metrics that illustrate
the non-financial performance of the organization:

¢ The economic impact report for 2017 has not yet been completed
¢ The key measurements of the Center's economic impact for 2016 are as follows:
o Total annual impact of $2B; $1.1B of direct spending and $873.1MM of indirect
spending
o All spending resulted in $158.4MM in tax revenues collected by the State and
local governments
o Almost 19,000 jobs were supported by the Center and created $611.4MM in
income for local residents






